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1. INTRODUCTION

! Income and wealth inequal-
ities have increased in most
countries, as have inequalities
based on gender, ethnicity and
region. Between 1990 and
2000 “more than two-thirds of
the 85 countries for which data
are available experienced an
increase in income inequality,
as measured by the Gini index”
(ILO 2008, cited by UNRISD
2010, 65). Though employ-
ment is often treated as an au-
tomatic by-product of growth,
in reality employment growth
has often lagged behind GDP
growth as a result of ortho-
dox macroeconomic policies
and technological develop-
ment, which has led re-search-
ers to talk about “job poor”
or ”jobless” growth. Even
when employment is available,
the vast majority of wage earn-
ers in poor countries do not
earn enough to lift themselves
from poverty (UNRISD 2010).

2 Deacon 2013; ILO/WHO
2011.

* Hanlon et al. 2010; Standing
2012b, 28-34.

4 Most of the so-called devel-
oping countries are classified
as pre-industrial countries.
However, the problems of
income insecurity are even
greater in those countries, and
it seems unlikely that their la-
bour market will ever become
corresponding to the western
industrial era.

5 http://www.basicincome.org
/bien/aboutbasicincome.html

In recent years, social protection has risen high
on the international policy agenda. It is becom-
ing increasingly acknowledged that economic
growth and conventional development policy
measures alone are insufficient to combat pover-
ty as far as the unjust economic structures remain
in place.

Deepening inequality and slowly growing em-
ployment rates' accompanying rapid economic
growth has led many countries in Africa, Asia
and Latin America to tackle poverty directly by
establishing social protection systems for their
citizens. The remarkable progress in the social
policy field has drawn enormous international at-
tention and brought about the new global policy
approach of Social Protection Floor (SPF) which
was in 2012 endorsed by the ILO and other UN
agencies, various NGOs, G20 and the World
Bank. The Social Protection Floor initiative is an
integrated set of recommendations for countries
to guarantee income security and access to essen-
tial health care and social services for all their
people across the life cycle. It emphasizes the
need to implement comprehensive, coherent and
coordinated social protection policies and seeks
to re-establish the case for universalism within a
development context.’

The Social Protection Floor is a broad policy
framework that does not include recommenda-
tions on any particular measures to achieve its
goals. Regarding income security, the measures
currently in place vary from universal pensions
or means-tested family and child assistance to
guaranteed employment programs. Many of the
new policies have taken the form of direct cash
transfers, which have proved to be more cost-ef-
ficient and effective in reducing poverty than
conventional forms of aid such as food aid or
vouchers®. In addition, they avoid the harmful
effects on local markets and agriculture. Most of
the newly implemented cash transfer programs
are targeted only at the poor and often are condi-
tioned on the recipient’s conduct.

Some of the social policy experts have come to
argue that the social protection models based on
outdated economic and labour market structures
are not the most relevant in the post-industrial
era®, when the forms of employment, as well as
lifestyles and family patterns, are becoming in-
creasingly fluid and flexible. In this context, the
idea of universal basic income has been brought
up as a new alternative approach to social policy.
Basic income as such is not a new idea, but it is
becoming increasingly recognised as a promising
alternative to the highly bureaucratic and compli-
cated systems of targeted and conditional social
security. The idea of basic income is to guaran-
tee a certain minimum income to all members of
society as a right without means-test or condi-
tions. It provides each individual regularly with

a determined sum of money, which is granted
regardless of the recipient’s employment status,
family relations or socio-economic position.” In
most proposals, the basic income grant itself is
tax-free, but all earned income above it are taxed
either on progressive or flat-rate scale. Through
income taxation, the government can charge back
the equivalent of the given grant from higher
earning individuals who do not need the income
supplement. Few pilot projects of basic income
with encouraging results in terms of reduction
of poverty, improving health and nutrition and
boosting economic activity have been carried out
in Namibia, India and Brazil.

This report examines the potentials of basic in-
come to serve as a new tool for social and de-
velopment policy, drawing from the recent ex-
periences from the pilot projects. The structure
of the report is as follows: Chapter two provides
a brief literature review of cash transfer policies
currently in place in many developing countries
and assesses the potential advantages of uni-
versal and unconditional transfers over targeted
and conditional ones. Chapter three presents the
three country cases where universal cash trans-
fer policies have been tested or gradually imple-
mented. Chapter four concludes and explores the
prospects of basic income as a part of the new
development policy agenda. The empirical ma-
terial regarding basic income experiments is col-
lected from the projects’ own research reports
and newsletters, as well as relevant academic and
non-academic articles.

The cash transfer schemes piloted in Namibia
and India correspond to the ‘standard’ definition
ofbasicincome: the transfers were given to all res-
idents of the selected area (in Namibia the recip-
ients of the universal state pension were exclud-
ed) without any conditions regarding the recipi-
ents’ conduct, social status or use of the money.
In India the pilot scheme was called Uncondi-
tional Cash Transfer and in Namibia the Basic
Income Grant (BIG). Brazil’s case differs from
India and Namibia in that there has been only a
minor NGO-run pilot project, in which the data
has been collected less systematic, but Brazil as a
whole and some municipalities have taken steps
toward implementing a scheme called Citizen’s
Basic Income.

In this report, basic income is examined as an
alternative to conditional and targeted minimum
income schemes. The contributory social insur-
ance systems (e.g. earnings-related unemploy-
ment benefits or pensions) still hold their place as
an additional system to minimum income guar-
antee. Basic income is not regarded as an alter-
native, but as a complement, to comprehensive
social and health care services, education and
employment generating policies.



2. THE MANY FACES OF

CASH TRANSFERS

Currently, at least 45 middle- and low-income
countries have introduced cash transfer policies®,
but there is a wide diversity in their objectives
and design ranging from pure income transfers
(social pensions, child grants, family allowances,
poverty reduction programs for severely poor) to
guaranteed employment programs for working
age people’. The programs are most often target-
ed and use selective means-testing, and many of
them contain conditions for the recipients® (e.g.
school and clinic attendance for families with
children, active job seeking or participation in
public employment programs). Among the best
known examples of cash transfer schemes are
Brazil’s Bolsa Familia (a form of guaranteed
minimum income for poor families with a condi-
tion that children go to school), Mexico’s Opor-
tunidades (a cash transfer program for individu-
als living in conditions of extreme poverty with
a special focus on the empowerment of women),
India’s National Rural Employment Guarantee
(a public employment program) and South Afri-
ca’s Old Age Pension and Child Support Grants
(large programs with universalistic character).

There is extensive empirical evidence that
cash transfers have successfully reduced poverty
over relatively short time frames, and that they
have done it in a cost-effective way, being rel-
atively cheaper than their alternatives’. At pres-
ent, countries with a similar level of national
income per capita spend highly varying shares
of their resources on social protection programs.
The growth of transfers has generally been more
rapid in middle income countries, whereas their
spread in low-income countries has been slower.
However, it has been proved that even countries
at fairly low levels of income are able to build
social protection systems!®. Besides reducing
poverty and contributing to a more equal income
distribution, the cash transfers have been suc-
cessful in improving indicators such as health
and nutritional status of the recipients and school
attendance of children. Contrary to commonly
held beliefs, empirical evidence has shown that
instead of breeding passivity or irresponsible
behaviour, cash transfers have increased activi-
ty and recipients are using the money rational-
ly for their own and their families’ longer-term
welfare'!. Moreover, the transfers have facilitat-
ed job seeking (e.g. by allowing the use of pub-
lic transport) and stimulated local economies by
increasing demand and allowing investments in
small-scale entrepreneurship.

The cash transfer programs have been suc-
cessful in many respects. However, being most
often targeted'?> and/or conditional, they can also
be criticised for certain essential shortcomings.
Programs have different advantages and failures
depending on their actual design, but the follow-
ing shortcomings can generally be identified in
most targeted and conditional programs: '

1. Bureaucracy and high administrative costs:
Income-based targeted programs require con-
tinuous assessment of the eligibility of recip-
ients, which makes their administration com-
plicated and costly. In many countries there
are several overlapping schemes in place, all
with different eligibility criteria. Selective
means-testing becomes especially problematic
when the recipient’s income fluctuate, or when
a large part of it is undocumented. Countries
have tried to solve these problems by using so-
called proxy indicators of social deprivation,
such as quality of housing or type of economic
activity the households are engaged in.

2. Erroneous exclusions and inclusions: Tar-
geting on the basis of income typically entail
significant errors of inclusion and exclusion,
which means that the programs may exclude
some of the people for whom the benefit is
supposedly intended, or include people for
whom the benefit is not intended. Especially
in countries where the vast majority of popula-
tion is poor, effective selection of beneficiaries
is difficult. Welfare officials need to be able
to decide who is poor enough to be eligible to
the scheme. Exclusion may also occur when
only certain categories of poor are intended to
be covered by the scheme. For instance, bene-
fits for poor families with school-age children
will exclude families with only small children,
orphans and those poor who do not have chil-
dren.

3. Poverty traps: The poverty trap occurs when
there are no incentives to improve one’s level
of income by employment or entrepreneur-
ship if it triggers the loss of right to benefits.
This is especially problematic when the per-
son’s income is irregular and varies greatly
over time, which is often the case in develop-
ing countries. Poverty traps are peculiar to all
means-tested schemes.

4. Paternalism and stigmatisation: The systems
of eligibility assessments often contain pa-

® This chapter addresses only
non-contributory cash trans-
fers (social assistance and min-
imum income guarantees), not
social insurance, contributory
pensions or private insurance.

7 Hanlon & al. 2010.

8 A scheme is universalistic
if it is intended as a right for
all the population on the basis
of citizenship, long-term resi-
dence or belonging to a certain
age group (e.g. social pensions
or child benefits). A scheme is
targeted if it is intended to a
specific group defined by some
test of eligibility (e.g. low-in-
come, disability or unemploy-
ment). A scheme is selective if
it uses some specified criteria
to determine eligibility, such
as a means test. A scheme is
conditional if it requires some
specified behaviour on the part
of the recipient. (see Standing
2008, 3-4.)

° Hanlon et al. 2010; Standing
2012b.

19 Deacon 2013, 52; UNRISD
2010, 19-20.

! Standing 2008, 12; Hanlon
etal. 2010.

12 The term “targeted” is used
here to refer programs which
define eligibility e.g. in terms
of labour market position or
level of income (instead of e.g.
age or place of residence).

13 See Standing 2012 a & b;
UNRISD 2010, 136-158.



14 Standing 2008.

IS TUNRISD 2010, 233; Yanes
2012.

¢ See Rodriguez et al. 2012;
Gelb & Majerowicz 2011.

7 Howard & Widerquist 2012.
'8 Tabatabai 2012.

1 See Standing 2012a & b;
UNRISD 2010, 136-158.

ternalistic control over the recipients and en-
hance the discretionary power of authorities.
They tend to foster the segmentation of social
protection programs and the separation of the
poor from other social classes. Being a welfare
recipient in a selective program is stigmatis-
ing, affects person’s identity and self-esteem
and generates feelings of shame. Paternalism
has a passivating effect and generates aliena-
tion and distrust between citizens and author-
ities.

5. Flexible labour market: Social protection is
usually provided to those temporarily or per-
manently excluded from employment. Those
systems assume employment being the main
source of a household’s income whereas social
protection is available only when employment
is not possible. However, economic insecuri-
ty and an increasing amount of irregular and
non-standard employment characterise the life
of a major part of working age population to-
day. Regular employment is not available for
all, and even many of those permanently em-
ployed do not earn enough to lift themselves
and their families out of poverty.

6. Changing gender roles: The conventional so-
cial protection programs rely extensively on
the male breadwinner family model, where the
women’s main responsibilities are childcare
and housework. Many of the conditional cash
transfer programs for poor families give the
family payments to women with an assump-
tion that it would have a positive effect on
gender equality. Those programs do not cor-
respond to the changing family patterns and
they may even weaken women’s position in
the labour market. Cash grants given to only
one person in the household may also generate
intra-family tensions.

Universal cash transfers are currently available
in forms of child benefits or pensions, but they
seldom address the working age population. For
instance, Namibia’s universal social pension, dis-
tributed in cash, covers almost 90% of the elderly
population'®. Also Bolivia and Mexico City have
recently implemented universal unconditional
citizen’s pensions for all elderly'>. Some oil or
mineral rich countries are considering distributing
a part of their revenues as direct cash transfers to
all citizens!'¢, following the well-known example
of the Alaska Permanent Fund which distributes
annually between 1000-2000 dollars to each resi-
dent of Alaska'’. In Iran, fuel subsidies have been
since 2010 transformed into a monthly uncondi-
tional cash transfer paid to every citizen's. The
child benefits in many welfare states typically
represent the idea of basic income: they are grant-
ed unconditionally to all families with children.

However, the distinction between condition-
al and unconditional or universal and targeted
scheme is not absolute. The fewer the conditions

attached and the larger the part of the population
covered by the scheme, the better it corresponds
with the definition of basic income.

Comparing with the potential failures of target-
ed and conditional cash transfer schemes present-
ed above, basic income (granted to all citizens/
permanent residents without conditions) has been
considered to have the following advantages:'

1. Bureaucracy and high administrative costs:
Comparing to targeted and conditional
schemes, basic income requires only relatively
light administration. It reduces the administra-
tive costs (which means that more resources
are available to be distributed to recipients),
eliminates most of the bureaucracy (since it
is no longer necessary to know how much in-
dividuals earn and assess their eligibility) and
makes the public expenditure system more
transparent. However, basic income requires
a well-functioning personal income taxation
system, so that the government can tax back
the equivalent of the grant from higher earning
individuals.

2. Erroneous exclusions and inclusions: The
idea of basic income is to guarantee that no
one is left out of the social protection. Since all
are entitled to the grant, there is no need to de-
fine and test the eligibility criteria (except on a
very broad basis, such as permanent residence
in the country), nor does there exist erroneous
exclusions of the potential beneficiaries.

3. Poverty traps: Basic income is generally con-
sidered as an employment-friendly model
which makes the effort to work always worth-
while. The regular payment of the benefit is
not interrupted when the recipient’s employ-
ment status or level of income changes. Thus,
in a basic income system a person will nec-
essarily end up in a better economic position
when working than when unemployed. When
taking up a job, individuals would be liable to
pay tax from all their earnings while retaining
their untaxed basic income. Basic income will
also strenghten the bargaining position of dis-
advantaged groups to refuse unhealthy or ex-
ploitative working conditions.

4. Paternalism and stigmatisation: There is no
stigma or feeling of shame attached in receiv-
ing a benefit that is granted to all on the basis
of residence or citizenship. The intrusive con-
trol procedures for checking whether a person
is poor enough and paternalistic conditionali-
ties would be eliminated. Basic income treats
all people as responsible and independent ac-
tors and equal citizens instead of being objects
of welfare policies.

5. Flexible labour market: Basic income is a
form of social protection that provides contin-
uous stream of income for changing life sit-
uations. It is better compatible with irregular



employment than the prevailing social protec-
tion systems. Moreover, it allows a broader
understanding about work and labour (includ-
ing non-market work in households and com-
munities) and new flexible ways of combining
different types of work, leisure and other ac-
tivities.

6. Changing gender roles: Basic income is grant-
ed to each man, woman and child individual-
ly, which means that it does not assume any
particular family patterns or gender roles.
Each adult individual is provided with an
equal amount, whereas children’s grant is in
most proposals lower. This gives a symbol-
ic message that each person in a household
counts as an equal and makes his or her per-
sonal decisions regarding the use of the grant.
Along with education and social services, ba-
sic income has a potential to support gender
equality both in labour market and households
better than policies committed to particular
gender-related responsibilities.

3. EXPERIENCES
OF BASIC INCOME:

CASE

3.1 NAMIBIA: THE BIG EXPERI-
MENT IN THE OTJIVERO-OMITARA
VILLAGE*

The Namibian pilot project was initiated by the
Basic Income Grant (BIG) Coalition®! in Namib-
ia, which consists of the Council of Churches
(CCN), the National Union of Namibian Workers
(NUNW), the Namibian NGO Forum (Nangof),
the National Youth Council (NYC) and the Na-
mibian Network of AIDS Service Organisations
(Nananso). The project started in January 2008
and was run for two years. Funds to start the pilot
project were raised through voluntary contribu-
tions from supporters of the idea from all sections
of Namibian society, and by support from peo-
ple, churches, organisations and donors in other
countries. The pilot was conducted in Otjive-
ro-Omitara, a low-income rural area about 100
kilometres east of the capital Windhoek charac-
terised by deprivation, unemployment, hunger
and extreme poverty.

A total of 930 inhabitants received a monthly
grant of 100 Namibian Dollars each (about 12.40
US Dollars/8.60 Euros) without any conditions
attached. Those eligible for the universal old
age pension payments (60+ years) from the state

STUDIES IN NAMIBIA,

INDIA AND BRAZIL

were excluded from the experiment. There was
no control village without BIG to be evaluated
according to the same criteria.

The effects of the BIG pilot project were eval-
uated on an on-going basis using four comple-
mentary methods. First, a baseline survey was
conducted two months before the first pay-out
of the BIG in November 2007. The survey col-
lected retrospective and current data on the so-
cial and economic situation of the residents,
including health and nutritional data. Second, a
panel survey was conducted in July 2008 cov-
ering the same households and individuals as in
the baseline survey, and repeated in November
2008. Third, information was gathered from key
informants living in, or near the settlement area,
such as local nurse, the police chief, local lead-
ers and shop keepers. Fourth, a series of detailed
case studies of particular individuals living in Ot-
jivero-Omitara was carried out.*

The pilot project caused a significant migra-
tion towards Otjivero-Omitara by impoverished
family members of the villagers, even though mi-

2 Basic Income Grant Coali-
tion 2009; Haarmann & Haar-
mann 2012.

*! http://bignam.org/

22 Basic Income Grant Coali-
tion 2009; Haarmann & Haar-
mann 2012. For critical assess-
ment of the methods, see Os-
terkamp 2013.



» The food poverty line is es-
tablished by pricing a food
bundle that provides a mini-
mum calorie intake required to
survive, in Namibia N$ 152 per
capita per month.

grants themselves did not receive the grant. The
migration to Otjivero-Omitara affected the data
obtained for the study, which was taken into ac-
count in the analysis.

RESULTS

e Nutrition and diet: Before the introduction of
the BIG, the residents of Otjivero-Omitara ex-
perienced serious food shortages. In Novem-
ber 2007, 73% of the households indicated
that they did not always have sufficient food
and a massive 76% of people lived below the
food poverty line?. After one year, the food
poverty reduced to 37% and continuously de-
clined over the study period. The BIG resulted
in a huge reduction of child malnutrition. Us-
ing a WHO measurement technique, the data
showed that children’s weight-for-age had
improved significantly in just six months from
42% of underweight children in November
2007 to 17% in June 2008 and further to 10%
in November 2008.

® Health and healthcare: Before the introduc-
tion of the BIG, the community suffered from
a vicious circle of malnutrition, poverty, ill-
health and lack of human development. Pov-
erty prevented many residents from seeking
treatment for illnesses because they were un-
able to pay the clinic fee, even though it was
low. The vast majority of the HIV/AIDS suf-
ferers did not go to take their free of charge
treatments because they could not afford the
travel costs to the nearby town, and to have
proper nutrition essential for the treatment.
After the introduction of the BIG, the residents
were using the settlement’s clinic much more
regularly and clinic fee payments increased.
The BIG increased the regularity of HIV treat-
ment and enabled the HIV positives to afford
nutritious food required for it.

e School attendance: Before the introduction
of the BIG, almost half of the school-going
children did not attend school regularly. Pass
rates stood at about 40% and drop-out rates
were high. Many parents were unable to pay
the school fee and buy their children school
uniforms, and the lack of adequate nutrition
had a negative impact on school performance
of many children. After the introduction of the
BIG, payment of the school fees improved sig-
nificantly and most of the children had school
uniforms. Non-attendance due to financial
reasons dropped by 42%. Drop-out rates at
the school fell from almost 40% in November
2007 to 5% in June 2008 and further to almost
0% in November 2008.

e FEconomic activity: The introduction of the
BIG led to an increase in economic activity.
The rate of those engaged in income-generat-
ing activities (above the age of 15) increased
from 44% to 55%. The BIG enabled recipients

to increase their work both for pay, profit or
family gain, as well as self-employment. The
grant enabled recipients to increase their pro-
ductive income earned, particularly through
starting their own small business, such as
brick-making, baking bread and dress-making.
The BIG also increased the purchasing power
of the inhabitants, thereby creating a market
for the products of the new businesses. After
the introduction of BIG, many villagers were
able to further improve their income by pro-
ductive activities.

® Debt and savings: The BIG contributed to the

reduction of household debt with the average
debt falling from N$ 1 215 to N$ 772 between
November 2007 and November 2008. Six
months after the BIG was introduced, 21% of
the respondents reported saving some of the
money. Savings were also reflected in the in-
creasing ownership of large livestock, small
livestock and poultry.

Housing and saniation: Some of the recipi-
ents reported using money to small renovation
of their dwellings (e.g. improving the roof or
building extra rooms). Money was also used
for purchasing items such as blankets, stoves
or toolboxes. Respondents and key informants
reported improvements in general cleanliness
of the environment and personal hygiene of
the residents.

Social relations: Before the introduction of the
BIG, the community was highly fragmented
and known for its bad reputation amongs the
local farmers. Many of the villagers had to beg
for food from their equally poor neighbours,
which undermined their capacity to have nor-
mal social interactions and relations. There
were persistent conflicts both within the set-
tlement and with the surrounding commercial
farmers. The levels of alcoholism and crime
were high. After the introduction of the BIG,
begging practically ended and the villagers re-
ported that they could visit and speak freely to
each other. All categories of economic crime
fell substantially (of crimes reported to the lo-
cal police station, stock theft fell by 43%, oth-
er theft by nearly 20%, and illegal hunting and
trespassing by 95%). Since alcoholism still re-
mained a problem, the community self-organ-
ised an 18-member BIG committee (compris-
ing local teachers, the nurse, the police, and
community members) to advise residents on
spending their grants, to curb alcoholism and
to guide the pilot project within the communi-
ty. The committee made an agreement with the
local bar (’shebeen’) owners not to sell alco-
hol on the day of the pay-out of the grants. In
general, the villagers reported significant im-
provements in the social relations of the com-
munity during the BIG experiment.



Back in 2002, Namibian Government’s Tax
Commission (NAMTAX) proposed a universal
grant along the lines of a Basic Income Grant,
but the proposal was never put into practice. The
BIG coalition has been campaigning for national
introduction of the BIG since 2005, claiming that
it would have a dramatic immediate impact on
poverty and several medium or long-term bene-
fits in terms of development of human capital and
economy. The coalition has conducted economic
microsimulation modelling on the implementa-
tion of BIG in Namibia, according to which the
net cost of a national BIG in Namibia would be
equivalent to 2.2-3% of Namibia’s GDP (N§ 1.2—
1.6 billion per year). The coalition has proposed
various options for financing a national grant,
including a moderate adjustment of VAT com-
bined with an increase in income taxes, re-prior-
itisation of the national budget and the introduc-
tion of a special levy on natural resources. The
campaign and the Otjivero-Omitara experiment
have generated a widespread public debate on the
matter, but the Namibian goverment has thus far
rejected the national introduction of the BIG.*

3.2 INDIA: THREE PROJECTS PI-
LOTING THE UNCONDITIONAL
CASH TRANSFER®

Several NGOs in India have conducted pilot pro-
jects on universal unconditional cash transfers
over the last two years. The pilots were led by the
Self-Employed Women’s Association (SEWA),
a well-known trade union that has defended the
rights of women with low incomes in India for
40 years.

The first of the pilot projects, financed by the
UNDP, was launched in 2010 in a low-income
district of Delhi. The residents were given a
choice to continue receiving subsidised food and
kerosin in the existing scheme or to switch to an
unconditional cash transfer of equivalent value.
Many initially chose the cash. The second pro-
ject, financed by Unicef, took place in 20 villag-
es in the state of Madhya Pradesh, which has the
country’s highest levels of malnutrition and larg-
est indigenous population. The project randomly
assigned 8 villages where everyone received the
grant, while the other similar 12 villages were
used as a control group where no one received
the grant. The third pilot, with the extra financing
from Unicef, was run in two similar indigenous
villages; one where everyone received the grant
and one where no one did.

Every adult man and woman in the villages
where pilot projects were conducted was given a
grant of 200 Rupees (about 3.75 US Dollars/2.80
Euros) per month and every child under the age
of 14 was given 100 Rupees per month. After
one year, the amounts were increased to 300 Ru-
pees for adults and 150 Rupees for children. The
amount was equivalent to about 20 to 30% of

household income for the lower-income families.
It was enough to make a difference in meeting
the basic needs but not enough to substitute paid
employment.

A total of about 6 000 individuals in eight vil-
lages received the grants for 12 to 17 months. In-
cluding the control villages, the surveys covered
over 15 000 individuals. In the selected villag-
es, grants were provided to every person regis-
tered as a resident at the outset of the project, the
only requirement being that they opened a bank
account for the transfer of funds within three
months of the launch. Transfers for children un-
der the age of 18 went to their mother or, if there
was no mother, a designated guardian. The grants
had no conditions on how they were to be spent.

The situation before, during and after receiving
the grants was evaluated by use of three rounds of
statistical surveys and a large set of case studies,
comparing the changes in the period with what
happened to a control group that did not receive
grants.

RESULTS

e Nutrition and diet: Cash grants reduced hun-
ger and malnutrition and improved food suf-
ficiency. Grant recipients were significantly
more likely to have enough income for their
daily food needs than those in the control
group. Cash grants led to more varied diets,
with greater relative consumption of fruit and
vegetables. In the indigenous village, grant
recipients reported a sharp rise in food suffi-
ciency; the amount of households that reported
that their income was sufficient for their food
needs increased from about 50% in the base-
line to 78% and further to 82%. The incidence
of having insufficient food fell correspond-
ingly. There was a significant reduction in the
proportion of malnourished children in the
villages that received the cash grants. Income
grants were associated with an improvement
in children’s weight-for-age, with the most
considerable effect being among young girls.
Those receiving cash grants were not more
likely than others to increase their spending on
“private bads” such as alcohol or tobacco.

® Health and healthcare: Reception of cash
grants was associated with lower incidence of
illness, increased spending on medical treat-
ment and more regular intake of medicines.
Improved health was attributed mainly to an
increased ability to afford medicines, although
many recipients also mentioned it was due to
more or better food and reduced anxiety. The
cash grant recipients were more likely to use
private clinics and acquire health insurance
(though the number was still small) than those
without cash grants. Individualised cash grants
also benefited those with disabilities by giv-
ing them greater voice in how the household’s
money was spent.

2* Basic Income Grant Coali-
tion 2009; Haarmann & Haar-
mann 2012.

2% SEWA Newsletter 20 June
2013; BI News 19 Aug 2013;
Fernandez 2013; Standing
2013b.



*¢ Suplicy 2007; Suplicy 2012.

¥ The Gini coefficient is the
most commonly used measure
of income inequality, where 0
represents perfect equality and
1 represents total inequality.
Despite the current reduction
in inequality, Brazil is still one
of the most unequal countries
in the world (Suplicy 2012,
3-4).

® School attendance: School attendance of chil-
dren in cash-grant-receiving households be-
came three times more regular than in the con-
trol villages. Cash recipients incurred greater
expenditure on schooling (including station-
ery, shoes, uniforms, basic equipment and
school transport) of their children than house-
holds which did not receive the cash grants.
The researchers also observed improvements
in school performance: children’s school
marks improved in 68% of the families that re-
ceived the grants. Grant-receiving households
were more likely to send their children to
schools located at a greater distance from their
homes or to the private schools. Cash grants
helped families to ensure that their children
did non-school work that was less disruptive
to their schooling. This was particularly ob-
served in the indigenous village.

e FEconomic activity: Cash transfers were associ-
ated with an increase in labour and work, espe-
cially own-account work on small farms. This
effect was especially notable for women and
for indigenous communities. Households that
received the cash grants were three times more
likely to start a new business or production
activity than households that did not receive
the cash grants. There was a relative switch
from wage labour to own-account farming and
small-scale business, especially in the indige-
nous village. The number of livestock owned
by cash recipients and investments in agricul-
tural implements increased, contributing to
better agricultural yield, improved nutrition,
as well as savings and insurance. Many fam-
ilies used cash grants to buy small items for
production, such as sewing machines, seeds
and fertiliser.

® Debt and savings: Cash grants were associated
with a significant reduction in indebtedness,
both because recipients used the money to re-
duce existing debt and because they were able
to avoid taking further debt. Those receiving
cash grants were more than twice as likely to
reduce debt as those not receiving cash grants.
Cash grants also led to a significant increase
in savings, even in households with debt.
Households often used the money to acquire
financial liquidity. Opening bank accounts for
remitting the cash grants became in itself an
important measure of financial inclusion.

® Housing and sanitation: Recipients of cash
grants were significantly more likely to make
improvements to their dwellings than those not
receiving cash grants. The main improvements
were to walls and roofs, although improve-
ment to latrines and investments in domestic
appliances and items were also widespread.
The cash grants led to a switch to more pre-
ferred sources of energy for cooking. In the in-
digenous village, cash grants were used by the

recipients to construct new dwellings (10%),
repair old houses, switch to better drinking
water sources e.g. by getting own tube-wells,
and shift to better lighting.

e Social relations: The researchers observed
some improvements in women’s status within
the household and increased economic inde-
pendence.

The cash transfer pilot projects in India have
drawn enormous public and political interest. Im-
pressed by the positive results, the government
has begun introducing new cash transfer pro-
grams under the title of Direct Benefit Transfers
in some parts of India. In addition, the Govern-
ment of the state of Madhya Pradesh has shown
strong interest in cash transfer programs and the
Chief Minister of Delhi has already launched an
unconditional cash transfer scheme in her state.
The cash transfers are intended to replace the ex-
isting programs of subsidised food and kerosene
and guaranteed employment. According to gov-
ernment’s own estimate, those programs are very
inefficient in reaching the target groups (only
27% of the government’s spending eventually
reaches the poor), market-distorting and deep-
ly corrupted. However, the implemented cash
transfers are not universal, but targeted only to
the low-income groups. They have also been crit-
icized for the excessive rush in implementation,
design faults and politicisation of the program.

3.3 BRAZIL: FROM BOLSA FAMILIA
TO CITIZEN'S BASIC INCOME?

In 2003, the Brazilian president Luiz Inacio Lula
da Silva combined several income transfer pro-
grams into one guaranteed minimum income for
poor families named Bolsa Familia. All families
with per capita income below a given level have
a right to an income supplement. The amount of
benefit varies according to the level of income of
the family and the number of children. The re-
quirements for the recipients of Bolsa Familia
are the following: mothers who are pregnant or
nursing babies must present themselves for phys-
ical examinations at public health care centers,
children up to 6 years must receive vaccinations,
children aged 7 to 16 must attend school, attend-
ing at least 85% of the classes and adolescents
from 16 to 18 years must attend at least 75% of
the classes.”

The Bolsa Familia program has expanded
from 3.5 million families in December 2003 to
13.52 million families in August 2012, which
means that more than 1/4 of the Brazilians ben-
efit from the program. The program has resulted
in a significant reduction in extreme poverty, and
along with other economic policy instruments it
has contributed to a more equal income distribu-
tion. The Gini coefficient of Brazil has gradually
decreased from 0.581 in 2003 to 0.519 in 2012.%"



In addition to Bolsa Familia, Brazil is the first
country in the world that has enacted a law on
basic income. The Law No. 10.835/2004 that
institutes a Citizen’s Basic Income (CBI) to all
residents of Brazil was approved by the Nation-
al Congress in 2003 and sanctioned by president
Lula da Silva in 2004. The law states: “4 month-
ly benefit sufficient to meet the basic needs of a
person is to be paid equally to all. This basic in-
come is to be introduced gradually, with the most
needy attended to first.” The law establishes the
Citizen’s Basic Income for all Brazilian citizens
and foreigners who have resided in the country
for more than five years. However, the law has
not yet been implemented and there is no system-
atic plan for transforming Bolsa Familia to Citi-
zen’s Basic Income. The amount and financing of
Citizen’s Basic Income remain open questions.?
Bolsa Familia has many qualities of basic income
and it has been interpreted as one step towards
the implementation of Citizen’s Basic Income
program. The features that differentiate it from
the definition of basic income are that 1) it is
granted on household (instead of individual) ba-
sis, 2) it contains (mild) conditions for the recip-
ients, and 3) it is targeted, i.e. paid only to low-
income families.

Senator Eduardo Suplicy from the Workers’
Party (PT), who has been the most active pro-
moter of the idea of basic income in Brazil, has
proposed a gradual implementation of Citizen’s
Basic Income program beginning from the mu-
nicipalities. Some development toward this di-
rection has already taken place; the mayor of the
largest city of Brazil, Sdo Paulo has endorsed the
Citizen’s Basic Income in his official program
and the municipality of Santo Antonio do Pinhal
with 6 600 inhabitants has approved a law that
states that a Citizen’s Basic Income will be insti-
tuted step by step for the residents of the munici-
pality.”

Since 2008, the Brazilian NGO ReCivitas®
has run a privately funded basic income pilot pro-
ject in Quatinga Velho, a small agricultural com-
munity approximately 30 km from Sao Paulo. All
of the about 100 members of the community are
entitled to a monthly basic income of 30 Reals
(about 17 US Dollars or 11.5 Euros). In March
2013 the number of recipients was 83. Accord-
ing to ReCivitas, many people in Quatinga Velho
have not been able to receive the Bolsa Familia
benefits due to bureaucracy and conditions for
the recipients. ReCivitas reports that basic in-
come has improved the nutrition and health of
the villagers and supported their own microeco-
nomic activity.

The current president Dilma Rousseff has an-
nounced that during her government there will be
a transition from Bolsa Familia to Citizen’s Basic
Income. However, the financing of basic income
remains open question. The budget of the Bol-
sa Familia Program is about 0.46% of the GDP,
whereas for Citizens’ Basic Income, using the
amount which would correspond to the current
level of Bolsa Familia (R$ 70.00 per month per
capita), the gross cost would increase to almost
4% of the GDP, which is about eight times more.
Senator Suplicy has proposed creating a fund
which would contain 10% of the stocks of feder-
ally owned companies, 50% of the royalties from
the exploitation of natural resources, 50% of the
revenues of service concessions by the govern-
ment, 50% of the rents from federal government
property and participation in Federal Tax Reve-
nue — resources that are currently used for other
purposes.®! However, reducing the net cost of the
program would also require improved efficiency
of earned income taxation.

By senator Suplicy’s initiative, the “Draft Ba-
sic Income Framework Law” (Ley Marco de La
Renta Basica) was approved by the General Ses-
sion of the Parlatino (Parlamento Latino Amer-
icano), on November 30th, 2012 as a future di-
rection in the development of countries in Latin
America.??

* Nobrega et al. 2012; Suplicy
2007; Suplicy 2012.

» Nobrega et al. 2012, 3-5;
Suplicy 2012, 8.

% http://www.recivitas.org/
31 Suplicy 2012.
32 Suplicy 2013.



* Except for the climate crisis,
scarcity of the natural resourc-
es and biodiversity losses will
set a new framework for eco-
nomic activity and material
production (see Koch 2013).

** On the global scale, the rich-
est 1% of the world’s popula-
tion owns 40% of global assets,
whereas the bottom half owns
just 1% of global wealth (UN-
RISD 2010).

% Deacon  2013; UNRISD

2010, 5.

% See Rodriguez et al. 2012;
Gelb & Majerowicz 2011. Alas-
ka and Iran are currently dis-
tributing unconditional cash
transfers based on oil revenue
to their citizens. Also compa-
nies operating in agriculture
or fishing could be charged
certain levies for cash transfer
purpose.

¥ For instance, in India only
10% of the population pay tax-
es. 50% are self-employed and
fewer than 20% have a regular
job (Fernandez 2013).

3% European Commission 2012.

4. TOWARDS UNIVERSAL

SOCIAL PROTECTION

The basic income pilot projects in India and
Namibia have generated an impressive list of
achievements. The unconditional cash grants
were associated with improvements in nutrition,
health, school attendance and performance, hous-
ing and sanitation, as well as social relations in
communities and households. The cash grants
contributed to a reduction of household debt and
an increase of savings, and boosted income gen-
erating activities both in paid employment and
micro-entrepreneurship. However, the methods
used for evaluation were partly different in the
two countries, which affects the comparability
of the results. In order to gather reliable infor-
mation about the effects of basic income, more
systematic experiments are needed. Especially
comparative studies on the effects of universal
unconditional benefits vs. targeted and condition-
al ones would provide an important insight on the
functioning of different schemes. There are many
expectations of positive impacts of universal and
unconditional benefits in terms of reducing bu-
reaucracy and administrative costs, tackling the
problems of erroneus exclusions and inclusions
and poverty traps, avoiding paternalism and
stigma, and supporting employment and gender
equality — but these still lack comprehensive em-
pirical evidence.

The future policymaking will most probably
be characterised by serious ecological constraints
and lower rates of growth and employment®>. In
this context, new proactive solutions to tackle in-
come inequality and provide opportunities to all
for meaningful life and participation in society
are needed. Basic income represents a promising
alternative which — complemented with compre-
hensive social services and education — could
foster gender equality, new forms of social and
economic activity and people’s control over their
own lives. It can also make the public expendi-
ture system more transparent and less prone to
corruption. The radical concentration of wealth
and income on one hand*, and the ecological
constraints on the other, require a shift towards
new redistributive policies on global and on na-
tional levels. New directions in macroeconomic
policies and moves towards global democratic
governance and taxation are needed.

It has been proved that even the countries at
fairly low levels of GDP are able to build social
protection systems® . Especially countries rich in
natural resources (such as oil and minerals) have
various opportunities to improve their domestic

resource mobilisation and corporate taxation to
distribute the national wealth more evenly among
the population®*. However, social policies rely-
ing extensively on extraction of natural resourc-
es would not only be economically unstable, but
also problematic from the ecological sustainabil-
ity point of view. Along with resource redistri-
bution, building a sustainable social protection
system requires states to strengthen their taxation
systems and broaden the tax base for the future.
This would mean improvements in taxation of
capital and labour income and consumption, as
well as effective prevention of tax evasion and
avoidance. A well-functioning personal income
taxation system would be essential in order to
reduce the net cost of the basic income scheme,
but such is technically challenging in countries
where a large part of the population works in the
informal sector®’. International funds to support
poor countries in setting up their basic income
programs would be needed especially during the
transformation. However, cash transfers have a
capacity to improve the domestic demand and vi-
talise local economies, and thus contribute to an
increase of tax revenues once the well-function-
ing taxation systems are in place.

Implementing a basic income scheme would
require countries to set up effective delivery tech-
nologies and build reliable registers of their resi-
dents in order to minimize errors and ensure de-
livery to all those who are entitled to the benefit.
In the Indian pilot projects, bank accounts were
opened to all recipients during the experiment,
whereas in Namibia the grants were delivered
in cash. However, new biometric identification
technology and mobile financial services can be
useful especially in remote areas where banking
services are not available.

Social policy is increasingly becoming recog-
nised as a central part of development policy. In
2012 the European Commission recommended
social protection to be taken at the centre of EU’s
development strategy®. Finland’s own Develop-
ment Policy Strategy (2012) emphasises human
rights and reduction of inequality as central tar-
gets of development policy. The promising re-
sults of the pilot projects constitute a strong case
for basic income to be adopted as an important
measure to achieve the development goals. Sup-
port for basic income is already found, for in-
stance, in the United Nations’ report Rethinking
Poverty: Report on the World Social Situation
2010%, which emphasises the positive features



of universal transfers over targeted ones. Finland
has played an active role in the adoption of the
Social Protection Floor initiative by the global
agencies, and it can also take a strong position
to make basic income recognised as a new devel-
opment policy tool and a central instrument for
achieving the Social Protection Floor goals.
However, more research and testing of dif-
ferent models of basic income is still needed.
In order to gain reliable information of all po-
tential effects of basic income, widespread and
systematic pilot projects covering various rural
and urban areas in different countries would be

required. Finnish development NGOs could take
a role in running and evaluating such projects.
Such experiments would allow testing different
models, finding potential problems and design er-
rors and gathering a large amount of comparable
data.*® The experiments could be financed from
international sources, but with the local govern-
ments’ commitment to the projects. Establishing
a basic income scheme would require countries
to improve their taxation and public administra-
tion systems and, in the case of poor countries, it
would also require international financial assis-
tance.
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39 United Nations, Department
of Economic and Social Affairs
2009, 141-142.

40 See Standing 2012a.
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